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STATE OT NEW YORK

STATE TAX COMMISSION

In the Matter of Petit ion

o f

SAPOLIN PAITfTS INC.

I
a

t

fon nedetermination of deficiency !
of fnanchiee tax unden Anticle g-A
of the tax law fon L970. i

Sapolin PaLnte Inc. havlng fi led a petlt lon fon nedeterr-

nination of deflciency of fnanchi.se tax unden AnticLe 9-A of the

tax law fon the caLendar yeart L970; aDd a heaning having been

held at the office of, the $tate Tax CommisEion, 80 Centre Stneett

New Yonk Cltyr eit which hear"ing R. Peppen, viee preeident of the

taxpayer, and ,.I. E. MulLin, .b.; centif ied public aecountantl

appeared and the necond having been duly examined and considened

by the State Tax Conmieeionl

It ie heneby found:

(L) SapoJ. in Painte Inc.  ( t t8apoJ. iDtt) ,  a manufactunen of

paintsl has been fiJ,ing returns on a combined basie for a numben

of yearo with two of its wholly owned eubsidianiee, Wooleey Manine

Induetriea Inc. and Kinbenly Chenicals fnc. The latten are deal,ene

in painte and punchaee thein requinemente fnon SepoJ.in. In ite

conbined return fon 19701 Sapolin included the openationE of a

newly onganized who3.ly owned subsidiary, Hydraposit Applicatione

Inc. (rrHydr.apositrr), without necelving pnion permi.esion. The Con-

poration Tax Buneau diaalLowed the Lnclusion of Hydrapoeit in the

conbined neturn, and ieeued a statement of audit adjuetmcnt and

not ice of  def ie iency againet Sapot ln in the amount of  $91978.00

fon  L970 .
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(2) Hydnaposit waE inconponated in New Jereey on Jan-

uany 15r 1970. It Leasee paint spnaying equipment to fnanchieeee,

such as painting contnactone, hardwar"e and paint gtores, etc. Ite

gnoee ree€ipta fon 1970 were pninanily received fnom eueh fran-

chisees in the fonn of nents and noyaLtiee for use of the epnaying

equipment. Thene nere no intencompany eal"es between Sapotin and

Hydrapoeit.

(3)  Sect ion 211,1+ of  the Tax Law neade in partr

i l in the diecnetion of the Tax Conmiesion, any tax-
paye:r, which owns on contnols either dinectLy on
indirectly eubstantially alL the eapital. etock of
one or llore othen corponatione . , . may be requined
on penmitted to make a combi,ned nepont covening any
other guch eorponations . . . tt

The State Tax CommieEion heneby

DECIDES I

(A) Hydnapoait wae propenly exeluded fnon the conbined

retunn, and taxed on an indivl.duaL basie fon 1970, eince ite net

loEa for that year lras prinaniX.y due to its own operationE, and

not to intencompany tnansactione. It ie the policy of the Tax Com-

miEsl,on not to pennit on nequire a conbined retunn where taxation

on an individuaL baeig pnoducee a more pnoper neault.

(B) The not ice of  def ic iency a6 indLcated in (1) ia

affinnrEdl together with inteneet in accondance with Section 1084

of Antiele 27 of the tax law.

Dated: Albanyl New Yonk

th ia  16 th  Day o f  May L975.

STATE TAX COMHTSSION


